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1. SUMMARY: IT CAN BE EXPECTED THAT A NEW PHASE OF THE DEBATE OVER 
NATIONALIZATION WILL OPEN NEXT MONTH WHEN CONGRESS HAS BEFORE IT 
THE COMPENSATION AGREEMENTS. THE RECENT ARTICLE BY A LEFT-WING 
POLITICIAN REPORTED IN THE REFTEL INDICATES THAT THE NEW PHASE 
MAY FOCUS ON THE CONTRACTUAL ARRANGEMENTS WITH THE COMPANIES 
FOR MARKETING AND TECHNICAL SERVICES. THE GOV MUST CARRY FORWARD 
ITS NEGOTIATIONS WITH THE COMPANIES IN THE LIGHT OF THAT PROSPECT AND 
IN THE KNOWLEDGE THAT THE OPPOSITION WILL SEEK TO MAKE HEAVY 
POLITICAL 

CAPITAL OUT OF ANY APPARENT CONCESSIONS OR ALLEGED GENEROSITY TO THE 
COMPANIES. WE SHOULD BEAR IN MIND THAT PRESIDENT PEREZ AND HIS 
COLLEAGUES WILL REQUIRE CONSIDERABLE POLITICAL COURAGE IN THE BEST 
OF CIRCUMSTANCES TO REACH AND IMPLEMENT MINIMALLY SATISFACTORY 
AGREEMENTS WITH THE COMPANIES. END SUMMARY. 

2. YOU WILL WISH TO TAKE A LOOK AT THE REFTEL WHICH REPORTS SOME 
TOUGH QUESTIONS ABOUT THE NATIONALIZATION PROCESS RAISED BY JESUS 
PAZ GALARRAGA, A LEFT-WING POLITICIAN HERE. THESE QUESTIONS COULD 
FORETELL A SHIFT IN THE OPPOSITION'S FOCUS ON THE PROCESS FROM ARID 
ARGUMENTS ABOUT "INTEGRAL NATIONALIZATION" AND MIXED ENTERPRISES 
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TO ATTEMPTED ANALYSIS OF THE CONTRACTUAL ARRANGEMENTS WITH THE 
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COMPANIES. IN PARTICULAR, THE ALLEGATION THAT THESE MIGHT BE SEEN 
AS CONTAINING DISGUISED COMPENSATION HAS NOW SURFACED FOR THE 
FIRST TIME. 

3. AS YOU WILL RECALL, THE MINISTER OF MINES MUST, IMMEDIATELY 

UPON SIGNATURE, SUBMIT EACH COMPENSATION AGREEMENT TO THE CONGRESS 
FOR ITS "CONSIDERATION AND APPROVAL." (ARTICLE 12 OF THE REVERSION 
LAW.) THE DEADLINE FOR COMPENSATION OFFERS IS OCTOBER 13. THE 15-DAY 

ACCEPTANCE/REFUSAL PERIOD TAKES US TO OCTOBER 28. (AS FAR AS 
NEGOTIATIONS WITH THE COMPANIES ARE CONCERNED, THE LATTER IS THE KEY 
DATE. THEY WANT THEIR ENTIRE PACKAGES BUTTONED UP BY THEN SINCE A 
DECISION TO ACCEPT A COMPENSATION OFFER CAN ONLY BE TAKEN INTELLI- 
GENTLY IN TERMS OF AN OVERALL PACKAGE.) THE COMPENSATION AGREE- 
MENTS (WHERE THERE ARE SUCH AGREEMENTS) WILL THEN GO TO THE 
CONGRESS. THE CONGRESS IN EACH CASE WILL HAVE 30 DAYS TO ACT. 

4. IT IS PRUDENT TO ASSUME THAT THE CONGRESS WILL NOT CONFINE 
ITS DELIBERATIONS TO THE NARROW QUESTION OF WHETHER THE COM- 
PENSATION FIGURES SUBMITTED TO IT MEET THE STANDARD OF NET BOOK 
VALUE AFTER DEDUCTIONS AS ESTABLISHED BY THE LAW. THE CONTRACTUAL 
ARRANGEMENTS WITH THE COMPANIES WILL SURELY AROUSE INTENSE 
INTEREST AND THE GOV WILL HAVE A DIFFICULT TIME AVOIDING FULL 
DISCLOSURE. WE CAN THUS REASONABLY ANTICIPATE THE OPENING NEXT 
MONTH OF A NEW PHASE OF THE CONGRESSIONAL DEBATE OVER NATIONALI- 
ZATION— A DEBATE IN WHICH THE FUTURE ROLE OF THE COMPANIES IN 

THE VENEZUELAN PETROLEUM INDUSTRY WILL OCCUPY CENTER STATE. 

5. IT IS VIRTUALLY A FOREGONE CONCLUSION THAT COPEI WILL LINE UP 
WITH THE LEFT IN THAT DEBATE, AS IT HAS THROUGHOUT THIS PROCESS. 

THE GOV (AND ACCION DEMOCRATICA) CAN THEREFORE LOOK FORWARD 
TO DEFENDING ITSELF AGAINST A UNITED AND NOISY OPPOSITION. THAT 
OPPOSITION MIGHT WELL ATTEMPT TO DEPICT THE CONTRACTS FOR TECHNICAL 
SERVICES AND MARKETING AS REPRESENTING UNACCEPTABLE "CONCESSIONS" 
TO THE COMPANIES (WHATEVER THEIR ACTUAL TERMS), AS PROLONGING 
"DEPENDENCY" AND, PERHAPS, AS CONTAINING DISGUISED COMPENSATION. 

THE GOV WILL NEED CONSIDERABLE POLITICAL NERVE AND A STRONG 

CASE IN GENERAL TO WITHSTAND SUCH AN ASSAULT. 

6. I AM CONFIDENT THAT CARLOS ANDRES PEREZ SEES THIS BAD 
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WEATHER COMING. HE WILL CONTINUE TO TRY TO DRIVE THE HARDEST 
BARGAINS POSSIBLE WITH THE COMPANIES AND WILL PRESENT THEM AS 
SUCH. BUT HE CAN BE UNDER NO ILLUSIONS ABOUT THE POLITICAL COSTS 
INVOLVED WHEN THE OPPOSITION OCCUPIES THE HIGH GROUND OF 
NATIONALISM. IT WILL NOT BE EASY TO SELL EVEN WHAT THE COMPANIES 
WILL CONSIDER BARELY SATISFACTORY AGREEMENTS. (THE UNITIZATION 
OR "DRAINAGE" PROBLEM IS AN EXAMPLE. FAILURE TO DEDUCT LARGE 
SUMS FOR PETROLEUM TAKEN IN EXCESS OF THE UNIT AGREEMENTS CAN 
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BE EXPLAINED BY TECHNICAL AGREEMENTS. BUT HOW MANY VENEZUELANS 
WILL UNDERSTAND THOSE ARGUMENTS-OR CHOOSE TO UNDERSTAND THEM 
IN THIS HEATED ATMOSPHERE?) 

7. IT IS WELL TO KEEP IN MIND THE CONSTRAINTS IMPOSED ON THE 
PRESIDENT AND HIS COLLEAGUES BY THE PROJECTION I HAVE DESCRIBED. 
THEY ARE NOT NEGOTIATING IN A VACUUM, NOR DO THEY FEEL THEMSELVES 
UNACCOUNTABLE FREE AGENTS. IN ESSENCE THEY ARE TRYING TO STRIKE 
A BALANCE BETWEEN THE IMPERATIVES OF A CONTINUING RELATIONSHIP 
WITH THE COMPANIES AND THE DEMANDS OF THE INTERNAL POLITICAL 
SITUATION. THE BALANCE IS BOUND TO BE A DELICATE ONE, EASILY 
SUBJECT TO UPSET. FURTHER, AS WE HAVE SAID BEFORE, THERE CAN 
BE NO ASSURANCE, IF THE CHOICE IS FORCED, THAT VENEZUELA'S OBVIOUS 
SELF-INTEREST IN MAINTAINING ITS TIES TO THE COMPANIES WILL PREVAIL 
OVER INTERNAL POLITICAL EXIGENCIES. 

SHLAUDEMAN 
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